
 - 1 - 

NORTH DAKOTA DEPARTMENT OF HUMAN SERVICES 

BISMARCK, NORTH DAKOTA 
May 17, 2012 

 
IM 5142 

 
 

TO:  County Social Service Directors 
Economic Assistance Policy Regional Representatives 

Economic Assistance Policy Quality Control Reviewers 
 

FROM: Maggie Anderson, Director, Medical Assistance 
 

SUBJECT: Cooperative Distributions and Healthcare Coverage   
 

PROGRAMS: Medicaid and Healthy Steps 

 
EFFECTIVE:  Upon Issuance 

 
RETENTION:  Until manualized 

 
SECTIONS  

AFFECTED: 510-05-85-15(k)  Unearned Income 
  510-05-85-20(4)(f) Earned Income 

  510-07-40-20(k) Unearned Income 
  510-07-40-25(4) Earned Income 

 

Agriculture Tax Tips explains patronage dividends (cooperative 

distributions) as follows:  

“If you buy farm supplies through a cooperative, you may receive income 
from the cooperative in the form of patronage dividends. If you sell your 

farm products through a cooperative, you may receive either patronage 
dividends or a per-unit retain certificate from the cooperative. 

A per-unit retain certificate is any written notice that shows the stated dollar 
amount of a per-unit retain allocation made to a farmer by the cooperative. 

A per-unit retain allocation is an amount paid to patrons for products sold for 
them that is fixed without regard to the net earnings of the cooperative. 

These allocations can be paid in money, other property, or qualified 
certificates.” 

 
These per-unit retail allocations are included on the 1099-PATR “Taxable 

Distributions Received From Cooperatives” in Box 3, (see example below) 
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190,000.00 

that the farmer receives from the cooperative, and is required to be reported 

on the farmer’s Schedule F as a cooperative distribution currently line 3(a) 
on the 2011 Schedule F.  The IRS allows farmers 2 basic ways to treat the 

per-unit retain allocations— 
 

1. The preferred method is for the farmer to include the per-unit 
allocations in the amount on lines 2(a) and/or 2(b) “sales of products 

you raised” of the Schedule F.  When these per-unit allocations are 
treated in this way the taxable amount of the cooperative distributions 

reported on line 3(b) of Schedule F do not include the per-unit retain 
allocations. 

 
2. The alternative method is for the farmer to include the per-unit retain 

allocation on both lines 3(a) and 3(b) and to not include it with the 
sales figures on lines 2(a) or 2(b) of Schedule F. 

 

Because Medicaid and Healthy Steps consider cooperative distributions as 
unearned income and not as self-employment in the determination of 

benefits, workers will need to request copies of the 1099-PATR in 
addition to the Schedule F. 

 
For example, Farmer Jones received the follow 1099-PATR forms: 

 
 

 
 

 
 

 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

Local Grain Cooperative 

Address 

City State Zip and Phone # 

##-############# ###-##-#### 

Farmer Jones 

                                 Rural Route 

Anytown, ND 58999 

FAJ123 

8,500.00 
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The following schedule F illustrates the preferred reporting of these per-unit 

retain allotments.  You will note that there is a difference between lines 3(a) 
and 3(b).  Line 3(a) of the schedule F includes the total of boxes 1 and 3 from 

both 1099-PATR forms.  If you look at the 1099-PATRs, you will note that 
boxes #3 include Per-unit Retain Allocations of $190,000 and $44,500 

respectively for a total of $234,500.  The IRS considers this to be ‘ordinary 
income’ to the farmer, so this amount is included in the Sales figures for line 2.   

 
Note: The gross patronage dividends total $250,000 of which 

$234,500 is per-unit retain allocations and $13,500 is considered 
taxable by the IRS.  This leaves $2,000 difference unaccounted for. 

For tax purposes, patronage dividends that are for the farmer’s 

personal use; or for the purchase of capital assets are not taxable for 
the business.  Such items ARE countable unearned income for 

Medicaid and Healthy Steps purposes.  
  

Bottom line, in determining the self-employment income, we deduct 
the amount on line 3 (b) of the schedule F from line 9 of the schedule 

F.  The taxable amount that is listed on line 3(b) ($13,500 in this 
example) may not always include the gross cooperative distributions 

that must be counted as unearned income for Health Care Coverage.  
To get that, the worker must total the amounts in Box 1 of the 1099 

PATR ($15,500 in this example). 
 

Another Grain Cooperative 

Address  

City State Zip and Phone # 

 

7,000.00 

 

##-############# 

 

44,500.00 

 
###-##-#### 

 

Farmer Jones 

 
Rural Route 

 
Anytown, ND 58999 

JOF321 
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For Medicaid, $338,500 is the gross farming income to be entered on the 

self-employment work screen. (The Gross Income amount from line 9 of 
Schedule F $352,000, minus the taxable portion of the Cooperative 

Dividends from line 3(b) of Schedule F - $13,500 = $338,500).  The 
remaining amount from line 3(a) - $15,500 is the Cooperative Dividends, 

and entered as unearned income.   
 

For Healthy Steps, $26,500 is the net farming income to be entered on the 
Healthy Steps Self-employment work screen. (The Net Farm Profit or Loss 

from line 34 $40,000, minus the taxable portion of the Cooperative 
Dividends from line 3(b) of Schedule F - $13,500 = $26,500).  The $15,500 

is the Cooperative Dividends and must be entered as unearned income. 
 

• Remember, if the Schedule F and/or 1099-PATR shows both spouse’s 
names, the income is split between the spouses—as with any such 

income 

• If this is a partnership, we follow the same formula, with the addition 
of applying the partner’s share when entering it in the system. 
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The following Schedule F shows the alternate treatment of the per-unit 

retain allocations.  All other items are the same except for the sales and the 
cooperative distributions. 

 
The amount on line 3(a) is the total amount of cooperative distributions.  

(Note that the sale amount on line 2 is much smaller than it was under 
method one.  This is because the per-unit retain allocations are included on 

line 3(b) under this method.  The gross Cooperative Distributions total 
$250,000 of which $248,000 is considered taxable by the IRS.  That leaves 

$2,000 difference unaccounted for. For tax purposes, cooperative 
distributions that are for the farmer’s personal use; or for the purchase of 

capital assets are not taxable for the business.  Such items ARE countable 
unearned income for Medicaid and Healthy Steps purposes.) 

 
For Medicaid: 

 

• $338,500 is the gross farming income to be entered on the self-
employment work screen. 

o The Gross Income amount from line 9 of Schedule F 
$352,000, minus  

o The Taxable portion of the Cooperative Dividends from line 
3(b) of Schedule F - $248,000 PLUS  

o Box 3 of the 1099 PATR’s $234,500 equals $338,500. 
 

• The total of box 1 of the 1099 PATR’s ($15,500) is the countable 
unearned income from cooperative dividends. 

 
For Healthy Steps:   

 
• $26,500 is the net farming income to be entered on the Healthy Steps 

Self-employment work screen.  

o The Net Farm Profit or Loss from line 34 $40,000, minus  
o The Taxable portion of the Cooperative Dividends from line 

3(b) of Schedule F - $248,000 PLUS  
o Box 3 of the 1099 $234,500 equals $26,500.   

 
• The total of box 1 of the 1099 PATR’s ($15,500) is the countable 

unearned income from cooperative dividends. 
 

Note that the results are the same, and in either case, the worker will need 
copies of the 1099 PATR to correctly determine unearned income and the 

self-employment income from the farming operations. 
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Cooperative Dividends or patronage dividends are entered in the systems as 

follows: 
 

In the Vision system---on the Income window, highlight the individual whose 
income you are entering and click on the ‘Action’ button and click on 

“Create”.   Select the income Category of ‘Unearned’ and the Type of ‘Other 
Unearned Income’ from the drop-down boxes.  Click on the ‘Action’ button 

and then ‘Workscreen’.  Click on ‘Action’, then ‘Create’.  This brings up the 
‘Create Income/Expense’ pop-up box.  Enter the amount and then click on 

“OK”.  This brings you back to the Income Work Screen.  If this is for a full 
year, change the ‘period’ to ‘12’.  If this income is ‘owned’ by more than one 

individual, be sure to enter their share percentage at this time.  The system 
will calculate the appropriate monthly income.  Enter the Frequency Type 

and the Verification.  
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

 

In our case, Farmer Jones is the only one listed on the Schedule F or the 
1099-PATR, so he has a 100% share.  His annual cooperative distribution is 

$15,500, so divide that by 12 to get the monthly income of $1,291.67.  In 
TECS, go to the UNIN screen, enter “OT” under TY column and the monthly 

prorated amount of the cooperative distribution under the ‘Amount’ column 
and your verification type.  Note that in TECS the worker will have to do the 

calculations manually prior to entering the information in the system. 
 


